
CITY OF SOUTH BEND
Pacific County, Washington
January 1, 1993 Through December 31, 1994

Schedule Of Findings

1. The City Should Refrain From Making Gifts Of Public Funds

During our review of the city's DARE Fund expenditures for 1994 and 1993, we noted the
city awards two $500 college scholarships annually.  The DARE funds of the city consist
primarily of municipal court assessments and are considered to be public funds.

The Washington State Constitution, Article VIII, Section 7 states in part:

No . . . municipal corporation shall hereafter give any money, or
property, or loan its money, or credit to or in aid of any individual,
association, company, or corporation, except for the necessary support
of the poor and infirm . . . .

The awarding of the scholarships represents gifts of public funds.  The city began this
scholarship program under the belief that it was an allowable use of DARE funds.

We recommend that the city discontinue its DARE scholarship program and refrain from
making gifts of public funds.



2. Annual Reports Should Be Prepared And Submitted In A Timely Manner

Background:  This is a continued finding from the last audit reports covering fiscal years
1992, 1991, 1990, 1989, 1988, and 1987.

The City of South Bend's annual financial reports for 1994 and 1993 have not been
submitted to the Office of State Auditor.

RCW 43.09.230 states in part:

The state auditor shall require from every taxing district and other
political subdivision financial reports covering the full period of each
fiscal year, in accordance with the forms and methods prescribed by the
state auditor, which shall be uniform for all accounts of the same class.

Such reports shall be prepared, certified and filed with the division
within one hundred fifty days after the close of each year . . . .

The failure to prepare annual financial reports causes the city's financial data to be
unavailable to city management, state government, lenders, and citizens.

The untimely filing of the financial statements is attributed to the transition of key
personnel and to the city assigning a low priority to this task.

We again recommend that the city prepare the annual financial report in a timely manner.



 3. The City Should Maintain Positive Cash Balances In All Funds

Our audit disclosed deficit (negative) cash balances at year-end 1993 for the following city
funds:

Fund No. Fund Name Ending Balance

  104 Equipment $ (14,269)  
  401 Water/Sewer Revenue (20,648)  
  431 Wastewater (118,045)  

Deficit cash balances represent unauthorized interfund loans.  Insolvent funds benefit from
the financial resources of other funds of the city.

RCW 43.09.210 states in part:

. . . All services rendered by . . . one department, public improvement,
undertaking, institution or public service industry to another, shall be
paid for at its true full value . . . and no department . . . shall benefit in
any financial manner whatever by an appropriation or fund made for the
support of another.

The deficit fund balances occurred due to the city not adopting budgets that consider
beginning deficit fund balances.  The city limits their appropriations to estimated revenues
thus for some funds, total resources do not match the appropriations.

By not considering the beginning fund balances, expenditures appropriated have exceeded
the resources available to pay for them and deficit cash balances result.

We recommend that the city take appropriate measures to eliminate deficit cash balances
and adopt budgets that include beginning and ending balances thus limiting appropriations
to available resources.



 4. Department Of Transportation (DOT) Street Reports Should Be Prepared And Submitted
In A Timely Manner

During our audit of the city we discovered that the 1993 DOT Street Report was never
completed and submitted to the Department of Transportation.

RCW 35.21.260 states:

The governing authority of each city and town on or before March 31st
of each year shall submit such records and reports regarding street
operations in the city or town to the secretary of transportation on forms
furnished by him as necessary to enable him to compile an annual report
thereon.

By not submitting the required reports for 1993, the city denies the DOT director the
necessary information to accurately compile statistics and causes the information reported
by the state Department of Transportation to be in error and less meaningful to the users.

Due to changes in city personnel, we were not able to ascertain the cause of the reporting
failure.

We recommend that city officials take steps to ensure that the DOT street reports are
submitted in a timely manner.


